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Abstract 
Economist cannot avoid ethical questions if they want to understand the terms of policy debate, to help 
determine public policies, or to select problems for study. This ethical question is more often recently because 
of the pressure on financial economies, especially in emerging economies, to act unethically. Often legislation 
is required to correct unethical business practices. As we look back we see that moralizing by itself cannot do 
so much. It is only when moral concerns are translated into legal demands that changes are widespread, reliable 
and enduring. So in this paper we try to understand the dilemma of doing business ethically and the link 
between business ethic and the legislation. 
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1. Introduction to business ethic 
Business ethics is concerned with good and bad or right and wrong behavior that takes place within a business 
context. Concepts of right and wrong are increasingly being interpreted today to include the more difficult and 
subtle questions of fairness, justice, and equity. One major problem with this approach is that it is not clear 
which standards or norms should be used, and thus the conventional approach is susceptible to ethical 
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relativism. We are allowed to be baffled, uncertain and ill at ease when faced with ethical dilemmas! What we 
must not do is ignore them and do nothing about the situations in which they occur. 
 
Role of ethics in business: 
 To describe and categories the process of value formation in organizations and in the free market 
economy. 
 To describe and categories how decisions are made in organizations. 
 To provide a critique of the process of value formation in organizations and in the free market 
economy. 
 To prescribe the values which should hold in organizations 
 To prescribe how decision should be made in line with sound moral principles. 
Understanding ethics can help economists to think productively about the moral dimensions of policy 
problems. Ethics can help economists and policy analysis to improve their methods of policy evaluation and to 
understand how peoples economic behavior is influenced by the moral dimensions of their lives. 
 
Fig
expectations of business ethical behavior rising more rapidly than actual business ethics. Note that actual 
business ethics is assumed to be improving slightly but not as quickly as public expectations are rising. The 
magnitude of the current ethical problem, therefore, is seen here partially to be a function of rapidly rising 
societal expectations. 
Business ethics has become a serious problem for the business community over the past several decades. 
Business ethics concerns the rightness or wrongness of managerial behavior, and these are not easy judgments 
to make. Different ethical questions are more often recently because of the pressure on financial economies, 
especially in emerging economies, to act unethically. 
 
 
Source: Carrol & Buchholtz  
Fig. 1,  Business ethics today versus an earlier period 
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2. Ethical dilemma 
In general, an ethical dilemma is a complex situation a person (business) faces in which a decision must be 
made about the adequate action to be taken Harrison, 2005. A dilemma may derive from the conflict between 
the rightness or wrongness of the actions and the goodness or badness of the consequences of the actions. In 
other words, doing what is morally right apparently results in a bad outcome and doing what is morally wrong 
seems to lead to better effects. From another perspective, an ethical dilemma is a conflict between at least two 
ethical principles both of which could lead to an equally good or equally bad outcome. In such a situation, 
obeying one principle leads to transgressing another, whereas both principles seem equally valid. 
Hence the dilemma: If doing what is right produces something bad, or if doing what is wrong produces 
something good, the force of moral obligation may seem balanced by the reality of the good end. We can have 
the satisfaction of being right, regardless of the damage done; or we can aim for what seems to be the best 
outcome, regardless of what wrongs must be committed.  
 
Resolving ethical dilemmas  
Several frameworks have been developed as aid for resolving ethical dilemmas. One of them is the Potter box 
model for ethical decision making, this model was developed by Jay black (2003) for consideration in making 
ethical decisions within the medical profession, even that this model is developed for other disciplines it can be 
used in various other disciplines such as business, media, social work, research, public service, etc. 
The Poter box model considers six different steps: 
 Define the dilemma (or the situation) 
 Identify values 
 Develop an accountability system (establishing principles) 
 Compare the alternatives 
 Implement the decisions 
 Monitor the consequences and develop a policy  
The use of this framework is particularly useful in clarifying ambiguous situations or contradictory loyalties. 
 
3. Ethical Leadership 
A more typical situation for managers is to encounter day-to-day ethical dilemmas in such arenas as 
conflicts of interest, sexual harassment, inappropriate gifts to corporate personnel, unauthorized payments, 
affirmative action, customer dealings, and evaluation of personnel.  
Implications for the Ethical Leader: There is no sin in creating wealth. In fact, economic productivity growth is 
essential if we are to have a positive impact on our communities. The question is how the wealth gets 
distributed. Ethical leadership has one outcome: sustainable development. We cannot sustain progress if our 
corporate culture does not support our policies. We cannot sustain growth if we do not invest in our people and 
treat them as whole persons with unique gifts. 
We cannot sustain profits if we fail to help our customers achieve their productivity and profitability goals. We 
cannot sustain development on a global basis if we do not treat the environment more respectfully and help 
transform developing countries into healthier, productive, and more prosperous communities. 
A survey of ethics and workplace conducted by Deloitte & Touche in 2007 identifies the following five 
key factors in promoting an ethical workplace 
 Behavior of management (42%) 
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 Behavior of direct supervisor (35%) 
 Positive reinforcement for ethical behavior (30%) 
 Compensation, including salary and bonus (29%) 
 Behavior of peers (23%) 
These results clearly indicate that the majority of respondents (77%) believe that the behavior of top 
management and direct supervisors in setting appropriate tone at the top can significantly foster an ethical 
workplace environment. Management can create a workplace environment that is conductive to ethical 
behavior by setting examples and acting as role models for employees to behave ethically.  
Examples of ethical issues faced by business executives: 
 Relationships with suppliers and business partners: 
o Discrimination between suppliers 
o Dishonesty in making and keeping contracts 
o Relationships with customers: 
o Unfair pricing 
o Cheating customers 
o Dishonest advertising 
o Research confidentiality 
 Relationship with employees: 
o Discrimination in hiring and treatment employees 
 Management of financial resources: 
o Tax evasion 
 
Looking to the future, many issues arise. Is there a need to balance the 
the potentially manipulative task of aligning others in the organization with such values? What underlies the 
ability to balance corporate responsibility obligations with more immediately pressing matters that, for 
instance, would argue for cost-cutting in the face of a global slowdown? And what is the influence of national 
institutional and cultural contexts on leadership ethics and corporate responsibility? Such quandaries emphasize 
that even the identification of a 
the actions of their colleagues, or that these values are the most appropriate-ate or effective in achieving the 
intended results. This issue becomes particularly complex in the context of globalization, where value systems 
collide and the complexity of decision-making creates new ethical dilemmas faster than the old ones can be 
solved. 
 
4. Ethics and the law 
Some ethical problems cannot be solved, simply being ethical people or just ethically structured companies 
because the problems are industry-wide or reflected inadequate laws or are caused by corrupt governments. 
Enforced legislation is necessary not only to enable business to develop, but to prevent workers, consumers and 
the environment. Often legislation is required to correct unethical business practices. As we look back we see 
that moralizing by itself can do only so much. It is only when moral concerns are translated into legal demands 
that changes are widespread, reliable and enduring. It is the legislation that guarantee workers their rights in the 
workplace, to provide a basic minimum wage, to promote safe working conditions, to protect consumers from 
false advertising and misleading interes rates, to prevent gross environmental damage, and so on. 
So in the process of economic globalization, we must pay attention to the moralization of the role of the 
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government. The government should use its policies to adjust the relationships between different interest 
groups, motivate the different parties and encourage the competitiveness of the entire economy. We can say 
that it is a correlation between a truly responsive type of government and the level of ethical behavior. 
Understanding ethics can help economists to think productively about the moral dimensions of policy 
problems. Ethics can help economists and policy analysts to improve their methods of policy evaluation and to 
 
Both law an
Therefore, if a person breaks a law or violates a regulation, she or he is also behaving unethically. In spite of 
this overlap, we continue to talk about desirable ethical behavior as behavior that extends beyond what is 
required by law. Viewed from the standpoint of mini-mums, we would certainly say that obedience to the law 
is a minimum standard of behavior. 
But we have to understand that legal regulation will not state investor appetite for profits and not remove 
methods of production or acquisition, but is unlikely to have an impact on business or leader ethics. Moreover, 
new proscriptive laws and regulations can frequently fail even in preventing the specific harm intended. So 
even new laws and regulations that appear to be effective can actually cause more unethical conduct, as the 
new rules generate new evasions and drive offenders underground. 
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